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are usually reguested to quide budqet allocat ioris , either from an 
internal caippus need or from outside pressures. Although much effort 
has teen expeiided.by various groups^ and although accounting 
guidelines have been developed, i^'o standard cost procedures or 
national norm^ exist. Basic considerations involved in cost studies 
include; direct and indirect costs, breaking costs down by field, 
allocatinq costs ty leveT of instruction, relating costs per student 
credit hours tp. costs per student per guarter, and relating costs p^r 
student, cired it hours to the cost of degrees. Other items, such as 
whether to include vocational or continuinq education courses and* 
costs, will arise depending on the type of institution being studied 
and the putpcse of the study. Variations in local accounting methodfe, 
administrative organization, and program emphasis preclude easy 
comparisoris of costs amonq institutions. Some philosophical 
con'sideraticrs often raised concerninq cost studies are noted. It is 
concluded th'at' with the pressures of inflation and changing 
enrollment, cost studies will continue to play an increasing role in 
administrative decis5.ons, (SW) 
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Higher education is a complex process, difficult to explain and with 
tUMlitions^and procedures varying from campus to campus. Therefore, 
ofM studies require many assumptions, consume much eflfort, and 
sometimes produce only quajified re»\ihs. Yet legislators and others in 
power continue to ask: "What are the actual costs of instroiction in each 
field?** or, worse; "What are these costs compared to what they should 
be?" . 

The primary emphasis in this discussion is on the response of a 
four-j^car public institution to an externally mandated cost stutjy. It is 
oflfercd as a guide to institytional researchers as they work through the 
cost study maze. i ► 

Miich is written on cost studies, but the literature is often uninterest- 
ing to those whose budget is not on the "chopping block. " Fortunately, 
two sources of information are of current general interest: A Study of Cost 
Analysis in Higher Education (Adams, Harikins, SchrocderA Kingston, 
1978) and the.NACUBO/NCHEMS finance manuals. Other excellent 
publications exist on relating costs of instruction to educational out- 
comes and ton improving the efficiency of the educational process. For a 
guide to these topics, see Wayne R. KirschliAg's review of selected 
literature, "Productivity and Cost-Benefif Analysis" (1979). 

A capsule overview of the topic is oflfcred here rather than a 
duplication of the cited material. Selected observations arc presented 
which will alert readers to types of potential problems. S6 alerts, the 
reader can review potential trouble spots in his ot her own campus setting 
and turn to other references for more complete guidance and recommen- 
dations. 

Why Perform Cost Studies? ^ 

^ ' Basis for external fkinding. Most efforts, at least ih the public 
sector,^m geared to an appropriation or budget determination or to the 
development of a formula-budgeting process. Enrollment declines often 
prompt a shift from an instructional budget determined op a simple4>er 
(FTC) student basis to a budget determined using a fixed base (one 
registrar 'soffice, a nucleus of faculQ' for each department^ etc.Xplus an 
additional amount for enrolhnent.above j>ase levels. Cost data are often 
reqj^ested by an external funding agency determine' appropriate bast 
support levels. 

Internal campus benefit. Decisions on the^xpansion or reduction 
of academic programs may prompt requests for cost data. If a budget 
reduction is required and a pro^Tun is found to be acadepiically marginal 
and alto high cost, its cflitright termination- may allow other programs to 
continue unhindered. On the other haAd, decision makers may wish to 
expend available additional funds in areas causing the greatest benefit. A 
cosTsMidy cjn be one factor in either decision. > 

Co5t studies may have even greater internal benefit during non- 
crisis periods. A periodic or limited continual cost study process may 
serve as a monitor of efficient allocation'of resources, fiagging small 
'problems before they grow large. Voluntary local cost studies can be 
conducted at convenienttimes. These can be constructed so that bench- 
mark comparisons may be made with cooperating institutions and can be 
be conducted in a Itfss threatening manner. j 

Source of Requests for Cost Studies 

National. National cost ^dies are limited for practical purposes to 
those using HEGIS data, and ^y suffer several problems. Comprehen- 
sive national cost studies arc vinually impossible to construct because 
responsibility for education rests with state and local rather than with 
federal government, resulting in a variety of academic programs and 
accounting systems, therefore ..financial statistics from similar institu- 
tions in neighboring states m&y. show large and misleading variations in 
faculty compensation (depending on whether fringe benefits are in- 



/ 



eluded) , the scope of programs (depending on whether research stations 
oc extension services are includMl in the institution's budget), arid / 
expenditures per student (depending on how FTC enrollment is defined) . 
Most campus business officers view even the limited HEGIS financial 
' statistics with skepticism. Ancasy way to convince persons of interstate 
reporting variations is to discuss the relatively simple concept of FTC 
enrollment and refer them to a study by Rhodes and Temple (1976) which 
concluded: ' . 

This research substantiated the primary thesis that a major 
discrepancy exists in calculating full-time enrollment on a 
nationwide basis. It^ses considerable questions as to how 
regional comparisons can be made of financial data in higher 
education when one of the bases (FTC) for the data is not 
standard. IV wis also apparent from this study that a simple 
conversion foimula could not be developed vyhich wopid 
provide meaningful comparisons nationally or regionally. 
Furthermore, certain influencing factors make it difficult to 
determine FTC enrollment within an individual slate. For 
example , some states use different methods to compute FTC 
^ in the various types of institutions such as community col- 
leges and four-year institutions, (p. 6) 

Several large-scale, non-federal cost studies have been conducted. 
The "Califomik and Western Conference Cost and Statistical Study" of 
1954-55 (Univenity of California, Berkeley) stands as a well- 
documented early effort. The NCHEMS "Procedures (lEP) for Deter- 
mining Historical Full Costs" (1977) was more recently used by a 
number of institutions to exchange information on program costs. The 
IEP program, in the opinion of the author, fell by the wayside partly 
because of persistent reporting problems and partly because it ceased to 
be an informal . voluntary exchange of benchmark data and threatened to 
become a permanent, detailed study required by state governing boards. 
National cost studies have been prepared within special fields (legal, 
education, nuraing. etc.) and at the graduate level. ' i 
^ .. State-levdcost studics. State legislatures, with almost tidal regu- 
larity, can be predicted to commission statewide master plans and/or cost 
studies for higher education. The 1978 Maryland master plan reviewed 
previous similareffortsconductedin 1924. 1931, 1937. 1947, 1955,1960, 
1962, and 1975. for an average of al>out seven years between studies. 
This periodicityiis caused not only by the turnover in legisfative seats but 
also by basi*c changes in society and tfie resulting impact on higher 
education— for example, the G.I. Bill influx, the^"baby boom." the 
demand for community college services, and the current problem of high 
inflation coupled with projected enrollment declines. ^The current prx)- 
blem stands apart most previous concerns in that it involves severe 
projected enrollment declines, a situation noil experienced since the early 
1950s. : 

The importance of the difference is that during periods of increasii^ 
enrollments, per-student appropriations or' revenues ba^kjpn average 
costs, when incremented to meet increased emt)llmentv sometimes 
exceeded the marginal cost of those additional stadents — that is , revenue 
sometimes increased faster than expenses. Higher education was^ener-. 
ially content to receive, for exaniplc; $300 per additional student when 
the actual cost of squeezing that student Into the classroom may have 
been only $200. Such a favorable condition occurred only when (a) 
revenues increased concurrently witji enrolln^cnt aind (b) when increased . 
costs (diseconomies of scale, such as having to build a new classroom) 
did not occur. When these favorable conditions did exist, funds, were 
available for new programs and campus morale was generally high. 

Now that enrollinents may declineVliigher-educatibn is no longer 
enamored of the per-student formula-funding concept. CamposLpfficials 
rfow claim that the growth process is not easily reversed, that fixcdioi^*- 



base support costs exist, and that the funding of higher education should 
not be tied to a simple per-student or credit hour formula. 

Legislators, although generally receptive to the problems of educa- 
tion, arc not always totally familiar with higher education finance and 
may, understandably, ask for further infohnation before changing 
budgeting procedures. Ugi^Utive staff and slaflF of statewide cooedinat- 
in{(^gencies for postsecondary education have grown rapidly during the 
past decade, and it is only reasonable for legislators to ask these offices to 
prepare cost studies and to make recommendations concerning appropri- 
ations. ' ' \ ■ 

The task of translating complex issues of higher education finance 
into terms understandable to laynlen and into documents short enough to 
be read presents a significant challenge to both state^level 'staflF and 
institutional representative, for example, the question. What are the 
costs of graduate education? is complicated by.-the symbiotic contribu- 
tions of graduate students td the teaching of undergraduate courses. One 
is reminded of a cartoon on the wall of an ACE office which reads, VR)r 
every problem there is a simple answer — and it's always wrong." 

j Intenul requests for cost studies. Academic or financial vice 
presidents are usually the requesters of interna} cost studies, although' 
individual departments which feel underfunded may also suggest that a 
study be undertaken. The organizational structure of the campus will 
likely govern the response, but, if possible, the office of institutional 
research would be wise to anticipate other general studies (for example , 
accreditation, internal evaluation) and design the cost study to comple- 
ment these other projects. Internal cost studies can also become very 
important during faculty retrenchment proceedings. Not only can they 
aid retrenchment decisions but, if formally documented, theycail also be 
used as court evidence to deny allegations of arbitrary or capricious 
action. ' , 

Basic Considerations Involved in Cost Studies 

^ Many concepts sh\)uld be considered before beginning a cost study; 
the following list, while not complete, includes those the author has 
experienced. Other items, such as whether to include vocational or 
continuing education courses and costs, will arise depending on the type 
of institution being studied and the purj^se of the study. 

Direct and indirect costs. Direct costs possess an obvious direct 
relationship to the instructional product and can be defined as those costs 
which would be directiy and immediately affected by enrollment 
changes. A pragmatic definition might be that direct costs arc tho^, such 
as faculty salaries, which are p^d from the instruction portion of the 
budget (in the standard NACUBO chart of accounts).' Indirect costs are 
those for which enrollment changes would have a delayed effect or for 
which there is not an obvious, precise tic between a particular course of 
instruction and the cost in question. Library expenditures arc paid from •> 
the academic support portion of the budget; and it would be difficult to 
determine which library salaries or 'acquisitions, although generally 
necessary, relate to a particular course. Thus, library expenditures are an 
example of indirect costs. ' « 

The very nature of indirect costs poses cost allocati^ problems. 
Should the total library costs Mb charged equally to all student credit 
hours (SCH) generated? Or should a Weighted SCH formula be used to 
assign a greater cost to graduate and upper division* SCH because 
students at these levels may use the library more frcquentiy? Or still, 
should a larger share of library costs be allocated to science and 
engineering SCH because acquisition and periodical costs in these areas 
may be much higher than in others? Similar questions arise for other 
types of indirect costs and should be considered before the .data collec- 
tion process begins. v 

Why Jwther with indirect costs if their allocation depends so heavily 
on fairly arbitrary assumptions and if these cpsis represent a minority of 
the total budget? Many'studies do, indeed, exclude indirect costs, The 
answer depends on the purpose of the study and whether or not it is 
important to show the total eosts of instruction. 

BreaJdng costs down by fleld. What does it cost to teach physics 
courses compared to history courses? is a type of question frequently 
asked. The separation of costs into relevant fields or into departments is 
seldom a problem for an individual campus. A few oddities may arise in 
interdisciplinary courses or in courses taught in conjunction with other 
institutions, but these generally involve small sums and yield to reason- 
able estimates, ^greater challenge exists in conducting a study conipar- 
ing costs among institutions. Each campus will prefer to report costs 
> according to its own chart of accounts and internal organizational 
structure. Thus, one campus may report costs per SCH fori department 
of history)jsociology, and philosophy. A seconc^ campus may report costs 
for a department of sociology an^ psycholdgy, whije a third, larger 
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campus might report separate costs for fields (e.g., social york) withii^ 
the broad field of sociology. Any attempt to compare costs per SCH in'' 
sociology at these three campuses must resolve the problem of differing 
budget and organizational structures. 

AUocating costs by level of instruction. Faculty salaries constitute . 
the prime instructional cost and the greatest source of discussion on cost 
allocation; If a professor teaches twelve ctediis in a given term, equally 
divided among the lower division, upper division, and graduate levels, 
should his or her salary.be allocated in equal thirds? Or should that salary 
instead be allocated on total clock hours spent on each class? Or should it- 
be allocated on the effort feach cjass required? If credits are used as an . 
'allocation base, how should independent study and similar credits be 
adjustwl to compare to "regular" classft)0jm credits? The NCHEMS 
reports on faculty activity analysis (Romrteyi 1971) and other documents 
discuss this issue at length. 

' Pragmatic reasons suggest allocating salaries by course credits. Yet , 
within this method further problems may arise if campus registration 
records for a given course cannot be ea^ily'tied to an individual faculty 
member and his or her salary. The difficulty can be extreme in a larg^ 
university where instructors' names are not part of the registrar 's\ 
computerized records, where coursck are informally subsectioned at 
off-campus locations, where courses arc team taught, and where faculty 
salaries are frcquentiy split funded. '. ^ 

Often "free" courses are apparently taught by guest instructors 
whose regular positions arc fully fund<rd from other sources and whose 
salaries do not appear in tho instructional budgets. Instances of faculty 
members being paid instructional sklaries but showing no teaching loads 
arc more politically dangerous. Thc$c faculty could be on sabbatical, be 
the heads of large departments,' be^'llje lab supervisors and curators of 
biological specimens, or be rcgiil^ly funded on' small, part-time, 
instructional appointments (as ar^some administrators) but teaching on 
an irregular basis. J' - 

In addition to the potential for misunderstandings, the collection of 
vast amounts of individual teaching data to allocate individual faculty 
salaries among levels creates a si^ificant-work-load expense. A recent 
experience of the author (Hample, 1980) showed that simply allocating 
each department's total salary expenditure by the total credits taught^ 
produced a 60% savings in otost-study effort compared to uSing, indi- 
vidual faculty da^a, with a negligible change in the costs per SCH. 

Relating costs per SCH to costs per student per quarter: The 
ICLM. Many cost studies end when costs per SCH have been calcu- 
lated. Results of this type show costs of instruction provided by each 
department but tend to overemphasize differences in costs by department 
and by level. Using the Induced Course Load Matrix (ICLM), proposed 
by Suslow (1976) and developed by NCHEMS, initially can require 
nearly as much effort as* calculating costs per SCH, but its use is 
worthwhile not only for correcting this overemphasis but also ^s a tool to 
point out the interdependence of otherwise competing departments. 

Bare costs per SCH, although accurate, may have too strong an 
influence on academic program decisions. Upper division physics in- 
struction may cost three time^'as much to offer as upper division history 
instruction. It is fallacious to assume, howevei;, that the production of a . 
physics graduate is three times as costly as that of a history graduate. 
When we reflectfor a moment, we realize that both types of student ti^e 
a wide variety of courses, of which less than half may be in their own 
major fields. Thus, each student consumes a variety of expensive and. 
inexpensivecourses, with an average cost between the two extremes . * 

The ICLM computer program displays, for the average student in 
each major, the averagcamounls o^ course ^vork takcnln hlis br her major 
and other fields. These average course loads can then belhatched against 
costs per SCH to obtain an itemized list of individual course costs 
(usually based on fractions of a course) and an all-course average cost for 
each major. 

The use df the ICLM program corrects a second overemphasis on 
differences among costs per SCH- Just as students cross academic fields 
in course selections, causing more moderate differences in student major 
average costs, they also cross academic levels, causing more moderate ^ 
differences among lower division, upper division, and graduate costs. 

How strong is the moderating effect of considering student course 
selection in other fields and other levels? In one study XHatmple, 1975, p.' 
99), arithmetic means and standard deviations were computed both for 
^'raw " costs per SCH by department and for costs per SCH considering 
average course loads of each student major. The standard deviations of 
the raw costs were roughly equal to one-third of the ;nean (indicating 
wide variation) at all three levels of instruction as shown on the first line 
of 'Hible 1. The consideration of student course selection reduced this, 
fraction, as shown on the second lineof T^ble 1 , particularly at the lower . 
division level where students take a wide variety of courses. 



4, . TABLE 1 \f 

VARIATIONS IN COSTS PER STUDENT CREDIT HOUR (SCH)^^ ? 
> Standard Deviations as a Percent of Arithmetic Means 



T>pes of Costs' 



Lower 
Division 



Upper 
division 



Graduate 



"Raw" costs per SCH data- 
Cost^ per SCH using. 

thelCLM* 
^Induced Course Lj>ad M,atrix 



30% 



12% 



31% 



23% 



39% 



38% 




T^e 31% entry In the table indicates that the first standard deviation 
' measure variation (in a. sense, a boundary) lies at 31% of the average 
department cost Rcr SCH. The corresponding entry of 23% indicates that 
the variation among ficlds is much less when student course selection .ts 
considered .'.Figure 1 expresses this statement graphically, showing that 
(for tihe upper division level) costs in diflfercnt fields are more closely 
gfOupcd' wTien the ICLM is used to coivider.coursc selection.. 
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Figure 1. "Spread" of upper division costs (only) per student credit 
hour under two methods. 



The average upper division costs in Figure 1 would be the same if 
'the ICLM were restrictedto only upper division courjej. By considering 
course selections of upper division students who usually register for 
sOme less costl5' lower division courses, the average cost per SCH is 
lowered slightly. 

' The previous hypothetical example, in which raw upper division ' 
physics (P) courses cost three times as much as history courses (H), 
could be viewed as two widejy separated points on the line in Part 1 of 
rtgurc 1 . When student course selection is considered » these diflfcrcnces 
arc compressed and the sep^tion between the corresponding points in 
Part 11 would be much less. 

. The compression from 31% to 23% suggests a rough rule of thftmb 
which might be employed by those unable to use the ICLM itself. The 
diflference between upper division Method 11 costs (considering student 
course selection) should be only about two-thirds (23% -4- 31%) of the 
' diflfcrcnc* between the corresponding raw costs of Method 1. The rule of 
thumb for lower division costs would be two-fifths, while virtually no 
adjustment would be necessary at the graduate level. 

In an actual case (Hample» 1975), raw costs for upper division 
physics courses ($71 .03) were 2.8 times as much^as those offered by the 
Department of History, Government and Philosophy ($25.71). Our rule 
of thumb suggests that the cost of educating an upper division physics 
student should be only about % x 2.8 (or about 1.8) times the cost of 
educating an upper division history student. The actual ratio, using 
iClethod 11, was 2.0 times as much. 

Thus, while raw costs per SCH are adequate for maicing program 
decisions at the gradual^ level, differences at the lower division and 
upper division levels ari^veremph^ized. The rule of Uiumb is rough * 
and may not generalize to all institutions but wjll, at least, point in the 
right direction . Wherc^wssible , the use of the ICLM is recommended . 

As a side benefit, the Induced Course Load Matrix also usefjil if 
Department A suggests closing or reducing Department B. The ICLM 
easily shows the number of Department B jnajors who are taking 
Department A courses and without whose presence Department A would 
face a loss of SCH production with resulting budget reductions. At 
times, this piece of information can effectively quell interdepartmental 
bickering. 

Relating costs per SCH to the cost of degrees. The path from > 
costs per SCH to costs per degree is murky with uncharted pitfalls along 
the way. 

Only finished products are counted as production in an industrial 
cost study; defective units are pulled off the assembly line and the cost of 
these incomplete products is added to overhead, increasing the cost of 
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hed products. The higher education process has many incom- 
^ucts» in the sense of degree graduates, but they can hardly be 
i defective units in the industrial, cost accounting sense', 
^any colleges, a large percentage of students never /me/K/ to 
ormal degree. Simply dividing costs by degrees granted, 

' misleading, inappropriate method, 
fcnnative is to compute the number of credits required for 
gr^d^^M a given field and simply multiply that number by the cost 
per Somrstudents majoring in that field. This geiTerates an estimated 
cost per dtjpee without the misleading effect of adding costs of non- 
degree students to those of graduating Students. This procedure ignores 
the {aft tHut students often change majors-, but it still works reasonably 
well^Xhe undergraduate level. 

^the graduate level, the method of using the required number of 
crai^MUlls apart simply, because credit requirements often do not exist. 
Aflpp^ other problems appear. Students may skip a master's degree, 
theri%»^ating a Ph.D. degree program that is very long and costly 
when comyared to a Ph. p. .program that begin^ with a {nasterVdegree. 
An even longer program anomaly is created when such a student drops 
out of the Ph.D. program and takes a master's degree. Foreign students 
often transfer a large number of credits from their home country; often 
tbese courses are repeated on the English-speaking, U.S. campus, and 
b9th are carried on the student's transcript; The general problem of 
transfer credits is omnipresent: students enrolling'in a graduate area 
different from their previous field may transfer large numbers of credits- 
which are not applicable to" their current degree. Some resolution of the 
transfer problem can be obtained by arbitrarily judging which transfer 
courses are applicable^ calculating the average number of applicable 
courses actually taken by recent graduates (both transfer and non- 
transfer students) and therel?y estimating the cost per degree on a basis of 
a theoretical student entering the program with-no transfer courses or 
other unusual factors. These adjustments and determinations of actual 
average program lengths will^ probably require very careful review 
because of the large variance among individual student programs and the 
relatively^ small sample size of graduate degrees produced in any given 
field dunng any given year.^, ^ ' . 

' Using the Completed Cost Study 

, Now jhat the results have been' generated, what do they mean? By 
human nature or by training we judg^ items in relation to others arid 
immediately search for apjpopriate yardsticks. Average costs across all 
fields and across all levels constitute internal yardstick«. The question. 
How do these costs compare to national norms? cannot, however, be 
answered. Starring with onlx,the sample problems listed previously, the - 
combinations of possible solutions grow rapidly, and, when combined 
with differences in similarly labeled academic programs at different 
campuses, make valid ihter-campus comparisons extremely difficult, if 
not impossible . One suggestion is to avoid direct dollar comparisons but 
to use relative scales: for.ejtample, at Campus X, business courses may 
cost 95% of the average cost at that campus; at Campus Y, the corres- 
ponding figure may be 89% and, if program emphasis and other factors 
are comparable, some reallocation of resources may be suggest. 

Comparisons over time may be feasible and beneficial. Allowances 
must be made for changes in accounting methods, administrative struc- 
tures, and academic programs. Periodic cost studies may serve as useful 
detailed documentation to show that pcr-student expenditures have 
declined in real dollars during the past few years. They will also be used 
by campus administrators if enrollment declines or other factors force 
program reductions. . * ( . 

As in most other institutional research efforts, the fac J validity of 
th^ report and credibility of the author will greatly affect t^e use, and 
hence the value, of the study. , ^ 

Some Philosophical Considerations 

Several issues will be raised wilH^ nearly all cost studies. Each of the 
following synthesized arguments has merit, but no easy solution exists 
for any of them. (Perhaps readers of this monograph will be willing to 
share solutions to these concerns in future issues of the Professional 
File.) • - 

Musical chairs: Why my costs «re low. The co^t study measures "what 
is, " not "whaijhould have been . " Our department has been the victim of 
musical cftmrs: our time for enrollment growth and improvement came 
just when budgets tightened. Other department grew during fi better 
financial periodand are now overstaffed relative to current enrollments • 
and to our understaffed level of operation . The cost study tends to 
perpetuate current inequities. without gi\Hng a basis for what costs should 
be. , . 
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Quality:' Why my costs are high. The cost study shows our department 
to be a high cost area, which I suppose is true, but it neglects the quality 
of the department. Our faculty have achieved national recognition, are 
conducting valuable research , and are serving the community as well as 
the students. You get what you pay for^ to dismantle or tone down the 
activity of our department would be to abandon a valuable key portion of 
the campus. This cost study is shortsighted' because it fails to consider 
the quality of programs, within the institution.. 

My field is always a high-cost area. / can show you studies from other 
institutions which prove that this field is always a high cost area. It is a 
fact of life and instruction in our department mUst be funded accordingly. 

Our department does not liave GTAs. Naturally, lowerdivision costs 
are less in other depiirtm^nts . Graduate programs in those/ields attract 
students who serve as graduate teaching assistants (GTAs). pf course, if 
our area were adequately funded, we would he most Happy to start a 
graduate program and adopt this method of operatioriy 



The study docs not have GTAs. Other departments lokyk more efficient, 
than we do because they are able to hide some of thei\ costs : Those in 
agriculture can offer faculty members join^appointmekts between their 
department and the agricultural researc notation. Those -in health- 
related or'energy-related research areas can easily obtiin large outside ' 
grant support. Our department is in an area where outside support is very 
limited and we must depend almost entirely on the institutional budget. 
Because of this, we lack the opportunity to participate in other ventures 
and, thus, hide some of our individual costs. 

We suffer from facility and equipment constndnto. The building in j 
which we are housed lacks large, modern lecture rooms, virtually 
prohibiting us from adopting a more cost-effective form of instruction. It 
should also be noted that several departments in engineering and the 
physical sciences have greater computer access which they can use for 
self-paced progrofntried instruction. To really measure efficient alloca-' 
tion of resources, you need to look at facility utilization, not Just budget 
expenditures. ' 

Ours Is a speciaJ clientele. Because of the geographic location of our 
campus (rural/urban/inner city) we attract a unique student body. 
Further, our program attracts the most exceptional (high/low ability) of 
these students and seeks to give them the special attention necessary for 
them to achieve their full potential. It is only natural that this extra effort 
requires extra resources. Cost studies reinforce the status quo without 
recognizing our increased commitment to the community and to non- 
. monetary social benefits. 

Enrolments are abnormally low. Current fads among students in 
choosing curriculums have temporarily boosted enrollments in other 
areas while leaving our department with a fixed number of faculty, but 
fewer students. We realize that our costs are somewhat high, but we are 
developing attractive new student options which will return us to our 
normal cost level. Any cut in our faculty or budget.would /reatly weaken 
our program just when the enrollment pendulum is aboiffto swing hack. 
The cost study may be technicalfy correct but looks only to the past, not to 
the fiiture. 

Institutional researchers generally admit that they don 't have all the 
answers. Do they realize that they also often don't s?e all the problems? 
They spend long hours on a cost study and arrive at "obvious" 
conclusiohs yet be unaware of some of tliesc objections or arguments, 
which affected parties may present directly to the president or other 
decision maker. Although they pride themselves on knowing many 
aspects of their own campuses they may be unaware of important 
political pressures or previous commitments. Thus, if their "obvious" 
conclusions are not followed, they need not feci that the cost smdy was 
wasted — it was probably one of several important factors in the decision 
reached. 

Summary 

Cost studies are usually requested to guide budget allocations, 
either from an internal campus need or from outside pressures. Although 
much eflfort has b«;n expended by various groups , and although account- 
ing guidelines have been developed, no standard cost procedures or 
national nonns exist. General guidelines can be followed, but variations 
in local accounting methods, administrative organization,. and program 
emphasis (e.g., non-laboratory vs. laboratory intensive) preclude easy 
comparisons of costs among institutions. 
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Many problems requiringlndividual judgment and adjjustments can 
make cost smdies long and tedious work. Even after these problems are 
remedied, virtually all affected person^will be able to offer philosophical 
criticism of the procedures employed or the implication of the results. 
' Yet, the desire for cost information persists. Even without precise 
detail or convenient comparisons, some indication of relative costs is 
deemed necessaty by most administrators in higher education. With the 
pressures of inflation'and changing enrollment , cost studies will continue 
to play an increasing rtj^cin adijiinistrative decisions. The institutional 
researcher, with a broad kntJWlWge of the institution and, it is hoped, the 
ability to produce easily understood conclusions on complex topics, is 
perhaps the best prepared person to undertake this task. 

References 

Adams, C.R., Hankins, R.L., Schrocder, R.G., & Kingston, G.W /4 
study of cost analysis in higher education (4 vols.). Washington, 
p.C: American Council on Education, 1978. (Vol. hThe litera- 
■» . ture of cost and c&st analysis in higher education, Adams, Han- 
kins, & Schrocder; Vol. 2; The production and use of cost analysis 
in higher education, Adams, Hankins, & Kingston; Vol. 3: Site 
visit descriptions of costing systems and their use in higher 
education, Schrocder, Ed. ; Vol . 4; The future use of cost analysis in 
higher education, Adams, Kingston, & Schrocder.) 

Hample, S. R.v4 cost analysis of instruction at Montana State University. 
Unpublished doctoral dissertation, Montana State University, 

. 1975. 

. Costs per student credit hour: A comparison of two allocation 

methods (Report 80-03). Bozeman, MT: Montana State University, 

Office of Ihstitutional Research, 1980. 
Kirschling, W.R. Productivity and cost-benefit analysis. In K. Halstead 

(Ed.) Higher education planning:* A bibliographic handbook. 

Washingtoh, D.C.: National Instimte of Education, 1979, pp. 

347-375. 

National Center for Higher Education Management Systems 
(NCHEMS). Procedures for determining historical 'full costs. 
(Technical Report No. 65, 2nd ed.). Boulder, CO; Author, 1977. 

Rhodes, J.W. & Temple, C.M. Calculation of full-time equivalency 
enrollment in fifty states. Chattanooga, TN; The University of 
Tennessee at Chattanooga, 1976.' (ERIC Document Reproduction 
Service No. ED 160 013) 

Romney, L. Faculty activity analysis: dver\'iew and major issues. 
Boulder, CO; Nauonal Center for Higher Education Management 
Systems (NCHEMS), 1971. 

Suslow, S. Induced course load matrix; Conception and use. In TR. 
Mason (Ed.) Assessing computer-based systems models. New 
Directions for Institutional Research (No. 9), San Francisco: 
> Jossey-Bass, 1976. 

University of California, Berkeley California and Western Conference 
cost and statistical study. Berkeley: Author,. Office of the Presi- 
dent. 

Bibliography 

Collier, D.J. The value of uniform financial data for the institution and 
the state: A case study. Boulder, CO: National Center for Higher 
Education Management Systems (NCHEMS), 1980. 

Gonyea, M.A. (Ed.). Analyzing and constructing cost. New Directions 
for Institutional Research (No. 17). San Francisco: Jossey-Bass, 
1978. , 

National Association of College and University Business Officers 
(NACUBO). Fundamental considerations for determining cost 
: information. In Administrative Service (Part 4:5). Loqseleaf ref- 
erence notebook with individual sections revised as needed. 
Washington: D.C.: Author. 



The AIR Professional File is published by the Association for Institu- 
tional Research, 314 Stone Building, Florida State University, Ikllahas- 
scc, FL 32306. Distributed, as an insert to the AIR Newsletter^ the 
Professional File is intended as a presentation of papers which synthe- 
size and interpret issues, operations, and research of interest in the field 
of institutional research. Paper authors arc responsible for material 
presented.. The editor is kichard R. Perry, Associate Vice President for 
Academic Affairs, The University of Toledo, 2801 W. Bancroft, Tbledo, 
OH 43606. 

©1980 The Association for Institutional Research 



6 



